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1. This publication contains current intelligence exclusively
and therefore has not been coordinated with the intelli-
gence organizations of the departments of State, Army,
Navy, and Air Force.

2. This copy may be either retained, or destroyed by burning
in accordance. with-applicable security regulations, or
returned to the Central Intelligence Agency.

WARNING

This document contains information affecting the na-
tional defense of the United States within the meaning
of the Espionage Act, 50 U.S.C., 31 and 32, as amended.
Its transmission or the revelation of its contents in any
manner to an unauthorized person (is prohibited by law.

Declassified in Part - Sanitized Copy Approvéd for Release 2013/05/22 : CIA-RDP78-01617A002200130001-2

|
.
B’;
0
C
0
C
C
C
0
§
0
C
0
0
0
i
[

C
C

&
'




oF

™

o

? _E_jeclassified in Part - Sanitized Copy Approved for Release 2013/05/22 : CIA-RDP78-01617A002200130001-2  «

C ONTENTES

, Page
BIGHLIGH TS . v e s e e e e e 1
WESTERN BEUROCPE ........... e i
NEAR EAST ~AFRICA ............. 8
FAR BEAST ...veun... R 1)
WESTERN HEMISPHERE. ... .......11
ARTICLE _

........... 13

Vatican Versus Communism

)

i
STAT

eclassified in Part - Sanitized Copy Approved for Release 2013/05/22 : CIA-RDP78-01617A002200130001-2



m " - . o
Declassified in Part - Sanitized Copy Approved for Release 2013/05/22 : CIA-RDP78-01617A002200130001-2 -

¥ 1 G B LIGDR®TS

Ag Fast-West relations continued to be marked by
the relative caln that hos prevalled since the Paris meet-
ing of the Council of Forelgn Ministers, the Vatican this -
week threw its full support bebind the western dvive to siop
the advance of world communism {See pags 13). The
Vatican's decres excommunicating a1l Catholies who profess
or support communism will intensify the Church-siate struggle
in the Satellites butwill bave 1little appreciable effect on s
outcome, _

The British dock strike is neay an and, but the DK
and the Commonweaith nations still face the difficult task of
ncreasing thelr dollar earnings and halancing thelr doliar
accounts {see page 3). Britain's answer to this problem wilt
not be known for several months, as the spacunced reduction
in dollar imports is no more than & stop-gap measure de-
signed to forestzll 2 episis,

The signing of the Syrian~israsli armistice sand the
resumption of peace rlks af Lausanne have ot materially
improved the prospect for early seltloment of the Palesting
conflict (see page &). The Isrzelis, confident of thelr superior
military power, hope eventually to galn control over all Pales -
tine and show no disposition to adopt & less trucelent attitude,
while the Arab stales are more determined than ever to bide
thelr time in the hope of finally evening the score with Israel.

3 = &=

The Chinese Communists have once again resumed
milifary operations, with the current offensive apporently
aimed at Canton {see page 10). In the absence of determined
Nationalist resistance and despite Chiang Bal-shol’s re-
agsumption of direct control over Nationunlisl affalrs, Com-
myunist forces are capable of reaching Canton within S0 days.
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SECRET

WESTERN EUROPE

UNITED KINGDOM

Import Reductions The decision of the UK and the Common-
wealth nations to reduce dollar imports
by 25% is an emergency, stop-gap measure designed to fore-
stall 2 crisis by narrowing sharply the current dollar deficit.
1t is in no sense a long-term solution of the larger problem
of how the UK and the sterling area are to increase their
dollar earnings and balance their dollar accounts. Britain’s
answer to this problem will not be known for several months
and will be formulated during consultations with the Common-
wealth and the US. Meanwhile, the cut in British imports
should not seriously hamper the UK’s recovery drive provided
it 13 of short duration. ¥ continued, the reduction in imports -
will lead to a lower standard of ltving, even fewer incentives

to labor to work harder, and a shortage of certain raw materizls

and machinery which will eventually lower production and
employment.

Possible Remedies One of the partial remedies to the sterling
area’s dollar shortage probably discussed

at the recent Commonwealth Finance Ministers’ meeting is a

plan to stabilize prices and markets for sterling area bulk com- |

medities through international agreement. The Commonwealih

- ccuntries would generally welcome agreements similar to the

International Wheat Agreement which would assure them of a
steady market at fized prices for such dollar-earning raw
materials as tin, rubber, jute, cocoa, etc. Such a program

would depend, however, on US willingness to contract on a long-
term basis for stated guantities of raw materials at agreed prices,

in which connection the British have pointed to the analogy
of US supports for domestic agricultural prices.

-2 ..

SECRET
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UNITED KINGDOM
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The Dock Stxike The four-week-old London dock strike
s nearing an end. Appeals by Govern-
ment and labor leaders and the invocation of emergency
powers, however, will have had little effect on the workers’
decismn to end the strike. Instead, the strike will terminate
because the dockers are beginning to be economically pressed
and to recognize the extent to which they are beling exploited
by the Communists, Although the strike will not have a
seriously damaging effect on the British economy, it has |
demonstrated both inability of the Labor Government to in- :
fluence labor’s rank and file and the growing dissatisfaction
in labor ranks to the Government’s handling of labor relations.
The Labor Covernment has thus lost considerable political
prestige. The Communists, meanwhile, by showing their
hand in the do¢k strike, have actually jeopardized their
limited power elsewhere in the trade unicn movement, The
largest British trade union has already acted to exclude Com-
munists from all its offices, and other trade unions are ex-
pected to intensify thelr efforts to eliminate Communist
influence. Furthermore, most unions are loyal to their
leaders, few have any serious Communist influence, and
the patriotism and commonsense of British labor in general
wotuld in any event 1imit the effectiveness of any purely poli-
tical agitation.

GC3 63 693 3 23 2 O

Satellite Trade The desire of the UK to expand trade with '
Eastern Europe has again been illustrated
by the British refusal to accede to indignant popular demands
that trade negotiations with Czechoslovakﬁa be severed in ;
protest against that Government’s persecution of the Catholic '
Church. Although the UK has, on the whole, tzken a firm poli-
tical line with the Satellites, it is improbable that the British
Government at this time will go beyond routine political
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SECRET

©

U'NETED KINGDOM

sta t@mm&s depl@ﬁmg and denouncing the Czechosimmk
action, In addition to iis desire to promote trade with
Eastern Europe, the UK is anxious to retain diplomatic
listening posts is*z the Satellites and to avoid any action
which might merely emphasize western ineffectiveness.

GERMANY

Berlin BEconomy As the USSR continues to strangle Berlin
exports and to harass the city by inter-
fering with truck traffic, the primary problem confronting
the western powers is the threat of 2 sericus fisgneial
crisis in the wesiern sectors of Berlin. Efforts thus far
to balance the 1949-50 mounicipal budget have been unsuccess-
ful and western Berlin officials insist that any sharp decrease
in government employment would only throw more people on
the public dole. An increase in taxes on Berlin industries
and population offers little hope of relief; such an increase
would aggravate the problems already faced by Berlin indus-
tries in competing with lower-cost producers in western
Germany. The uncertainties of delivery alsc contribuie to
the reluetance of western Germany to do business with west
Berlin. Fiscal relief through increased subsidies to west
Berlin from west Germany, though possikie, would place a
subistantial burden on the west German emmmy,already

strained in the attempt \to improve emnomic conditions in
western Germany. _

THE NETHERLANDS

indonesian Policy Continuation of the Govemmen&’s concilia~
tory policy toward Indonesia now seems
‘ assurad, following parliamentary approval of the agmemenﬂ:s

w4 -
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SECRET

THE NETHERLANDS

reached with the Indonesian Republicans for restoration of
the Republican Government, re-establishment of law and
order, and the agenda for the proposed round-mble confer-
ence at The Hague, Although comservative Catholic leaders
will again criticize the Government’s policy during public
debate scheduled to follow ratification of the agreements by
the Republican Government, the Dutch Government will
probably not encounter further serious difficuliies. -When
negotiations begin at The Hague on the formation of a United

States of Indonesiz and 2 Netherlands-Tndonesian Union,

however, further criticism of possible Duich concessions
can be expected and may be strong enough to restrict some-
what the latitude of the Government in the negotiations.

AUSTRIA

Reparations Payment Austrian officials can be expected

. 10 rely increasingly on the US to
underwrite a large part of Ausiria’s payment of $150,000,000
in reparations to the USSR, which the Kremlin is insisting

~ upon as a condition to the peace treaty. The payment of such

a buge sum of money during the first six years of peace would
have a near-disastrous effect upon the Auvstrian geconomy. ¥R«
less the Ausirians are able to increase the country’s economic

‘productivity through more carefully coordinated and astute

planning than they have shown to-date. Thus far, however,
most Austrian officials appear complacently confident that
the US will valunieer to subsidize the reparations payment.

SECRET
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GENERAL

. Commumnist plans to increase their capabilities for
siriking a major blow at Western European recovery by
exploiting maritime labor discontents were further advanced
by the establishment of an Internationa] Union of Longshore-
men and Maritime Workers by the World Fedoration of Trade
Unions (WFTU). Through this new international, with head-
quarters at Marseilles and with representation from 25
countries; the Communists will be in 2 position to call mari-
time sympathy strikes on 2 virtually glckal scale. Strategy
for the new internztional umion is to be determined by 2 six-
man executive board headed by US representative Harry Bridges.
The current London dock strike in support of Canadian Com-~
munist seamen demonsirates the degree of internationsl co-
ordination already exercised through Communist chamels over
maritime labor,and the new WFTU ~controlied International will
greatly ﬁacﬁli@te the realization of any future Communist plans :
for worid-wide strike action.
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NEAR EAST - AFRICA

PALESTINE

Armed Truce The Israeli-Syrian armistice concludes the
last of the armistices between Israel and
its Arab neighbors but, as peace talks resumed at Lausanne,
the state of armed truce persists and prospecis for reaching
substantial agreement before the fall session of the General
Assembly remain slim indeed. The basic political and re-
ligious conflict in the Holy Land is unresolved. and the
protagonists have, if 2nything, drawn even farther apart.

Israel’s hard-driving power diplomacy of the past
vear has so embittered the Arabs that hopes of achieving an
early political and economic settiement have been virtually
destroyed. All the Arab states are now firmly convinced
that they camnot do business with Israel. Despite remaining
dissensions among themselves; they are united in their re-
solve {o bide thelr time until the day they can fmany settle
their score with Israel.

For their part, the israelis are convtnced of their

| - miittary superiority and can see no reason for becoming

less truculent in their dealings with the US, the UN, or the

‘Arabs. As a minimum, Israel will insist upon retaining the

territory it has won by force of arms and s probably pre-
pared to use additional force to eliminate the Latrun salient
and to obtain access to Mount Scopus. Neither willing nor
able to sccept the return of any appreciable number of Arab
refugees, the Israelis are probably laying plans eventusily
to obtain all Palestine. Israeli officials appear to be fully
confideat that they can force the US to modify its position in
regard to both the refugee repatriation questign and the
Wr'ritorial demarcation plan originally set down by &he UN.

-
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PALESTINE

The UN iz thus left with two alternatives: (1) to
adopt strong punitive measures to exact Israel’s compliance
on territory and refugees; or {2} to bow to Israeli demands
and offer other compensation to the Arabs. Further delay
will merely add to the difficully of carrying out either
alternative. ‘
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necessarily correspond in alf cases to the boundaries recog:
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FAR EAST

CHINA

Communist Offensive The two-month lull {n military :

' activitlies in China has been broken
by 2 Communist offensive along a front extending eastward
from the YVanglze gorges in Hupeh to (he middle reaches of
the Kan River in Kiangsi, and sprarentiy atmed at Canton.
The Communist radio in Pelping cinimed several buportant
victories, including the capture of Iehang and Shasl (west
of Hankow) and Kign and Pinghsiang (southwest of Manchang).
The Communists appear to be directing thelr inltizl efforis
toward caphuring Changsha and Hongyang in the hope of
frapping the forces of Pal Chung-hsi. However, Pal, who
comisands the only sizeable Nationalist foree (175,000 men)
botween the Communlsts and Canton, will probably attempt
to withdraw infto XKwangsi a8 soon 38 the Communist threat fo
his present positions becomes move acute. In the absence
of determined Notionalist resistance, and with the aid of
frregulars already operating in & wm China, the Communist
forces are capabile of reaching Canton wi&m@.‘a 30 days.

Chiang's Return  Tn the face of the new Communist offensive,

' Chiang Kai-shek has once agiin &wmgﬁmm
his control over the Kuominiang and the National Government.
During Chiang’s one-week visit to Canton, ; Acting Presgident
14 Toung~jen had lithle alierpative but to Mc@pﬁ; the General-
issime's leadership rr;me Although Li, a5 vice-chairman of
the mwly activated Buprems Policy Committes of the Kuomin.-
fang (3PC), will preside over that body dwring Chiang’s absence,
he wm have slight influence over its decisions. Chiang’s divect
and overt contrcl over Mationalist policy is thus assured, re-
gardiess of his wherenbouts: however, the revived SPC wm
pmbabm be vpable to £ w@ﬁfy wpwcﬂb:ﬂy the shaky Matlonal
ﬁmwmmem,

- 30 -
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WESTERN HEMISPEERE

GUATEMALA

Uprising Aftermath Control of the Guatemalan Government
by President Arevalo’s leftist adminis-
tration now seems assured following the recent bl ooziy but
abortive uprising in the wake of the assassination of Colonel
Arana, Chief of the Arwed Forces. The suceess of the govern-
ment m quelling this revolt of comservative-minded young
army officers was partially due to the cooperation given the
police force and loyal elements within the army by organiued,

-armed civilian groups affiliated with the leftist political parties

angd labor unions. The military effectiveness of these heretofore-
untested groups and replacement of disloyal officers with thgs@

of proven loyalty should greatly stremgthen President Arevalo’s
regime. The somewhat hostile atiitude of the administration
toward the US and US business interests is not expeécted to
change as a vesult of the uprising

STAT
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VENEZUELA

Military Shuifle Widespread discontent amoaﬁg the younger

ofticers of the Venezuelan Army could pro-
duece 2 radical change in the military junta now headed by
Li. Col. Delgado Chalbaud. Although the army officers as yet
seem to lack leadership and organization, their disconient
may eventually strengthen the hand of Chief of Staff Perex
Jimenez, second memb@r of the three-man junta. Perez
may thus force Delgado’s removal and simuitaneously foil
a reported plot by a Venezuelan diplomatic group in Wash«-
ington to remove Perez from cifice and give Delgado com-
plete conirol. A Venezuelan jumiz completely dominated
by Perez, who has expressed opposition to US policies in
Latin America, would be less favorable to US interests.

-12 -
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VATICAN VERSUS COMMUNEM

The recent Vallcan decree excommunicating all

(athollce who profess, defend, or spread Commuaism is
a deciaration of open war upmn Communism throughout
the world. In Fastern Europe, with the Church organiza -
tion under constant atlacks, its priests and bishops i~
prisonad, its schools closed, and its publications basned
or rendered ineffective, the Vatican has been forced into
2 gtruggle for survival. n Western Europe, where personal
and political freedoms are still guaranteed by the govern-
ments, the Church has thrown its great strength and in-
finence into the battle against Communism. In Latin Ameri-
can nations, where the spheres of the Chureh and state have
never been considered so mutvally exclusive as in the older
cultures of Western Europe, the Vatican action will merely
provide formal support for the already aggressive attacks

by the Church on Commumsm

Although the excommunication decree will increase
the difficulties confronting the Communist regimes in the
Satellites, it will have oo apprecizble effect on the sutcome
of the Chureh-state struggle. In varving dﬂmees@ the Com-
munists will eventually esiablish & “naticmal’’ church
entirely divoreed from. the Vatican by & combination of
coercion of the Church representatives and economic strangy -
lation of the Church organization. Church leaders and

priests who remain loval to :ﬁome will thus be {oreed
underground,

In two major nations of Western Hurope, the Vatican
excommunication decree will have sharply differing effects.

- French political aiigmm@nts wm undergo W?ﬁm}ﬁy no ehange,
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pecause the issue of clericalism bas been a factor in

French politics for the past forty or fifty years and there

is only a negligible number of ‘‘practicing or non-

practicing’’ Church members who are Communists, In
Italy, however, the excommunication decree will undoubtedly
rosult in 2 subsiantial reduction in Communist Party member-
ship with anti-Communist Socialists the largest gainers.
Moreover, the voling strengih of Communism will be reduced
even more than party membership as “‘sympathizers and

supporters’’ are forced to choose between political allegiance

and loyalfy to the Chusreh, A further result in aly will be
a re-ailgnment of the non-Communist parties into more
clearly defined clerical and anti-clerical camps,

- 14 -
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